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WHAT IS THE PERSONNEL POLICIES FORUM? 


The Editors of The Bureau of National Affairs have invited 196 represent- 


ative personnel and industrial relations executives to become members of executives. 
the 1953 Panel of the PERSONNEL POLICIES FORUM. These Panel members 


are top personne! officials in all types of companies, large and small, in all 
branches of tndustry and all sections of the country. 


At regular intervals throughout the year BNA editors ask the members of 
the Panel to outline their policies and procedures on some important aspect of 
employment, industrial relations, and personnel problems. 
the editors complete ao survey report on the problem, showing prevailing prac- 





Labor Relations Reporter 


ALABAMA-—Asa Young, Bemis Brothers 
Bag Co. 
ARKANSAS—Paul H. Bollinger, United 
= Time Corp.; C.L. Stinnett, Lion 
1 e 


CALIFORNIA-A. E. Bevan, Pacific 
Telephone & Telegraph Co.; E. 
Binger, Solar Aircraft Co.; Grant W. 

Canfield, American Cyanamid Co.; 
ert S. Carpenter, Pacific Electric 
Manufacturing Corp.; er Het Walt 
Disney Productions; R. Griffith, 
Safeway Stores, Inc.; bashes F. Groves, 
The Glidden Co.; ; Giles . oon Con- 
solidated Engineerin ¥. “ 
Ingraham, Standard Bice le 
California; Louella H.McNare, hele 
lenge Cream & Butter Assn.; R, 
Roberts, Continental Can Co.; Wm. 
ee Marquardt Aircraft Co.; 
ivey, U.S. Steel Co.; oe 
yh 4 Signal Oil & Gas Co.; 
Watt, Western Sky Industries; Rg M. 
Wehrly, Wm. R. Whittaker Co., Led.; 
A.B.West, Jr., California Electric 
Power Co 


COLORADO-L. F. Wingert, Mountain 
States Telephone & Telegraph Co. 


CONNECTICUT—Herbert T. Baurer, Union 
Hardware Co.; Alan Curtiss, Scovill 
Manufacturing Co.; H.D. Vezan, Kaman 
Aircraft Corp. 


DELAWARE —-Thomas Kennedy, Atlas 
Powder Co. 


DISTRICT OF COLUMBIA -—/.#. Burke, 
Jr., Capital Airlines; C.D. Magruder, 
Washington Gas Light Co. 


FLORIDA —A.J.L. Hume, Pan American 
World Airways System. 


GEORGIA -—W.Y. Brown, Celanese Cor- 
poration of America. 


ILLINOIS —Mary J. Birkenhead, Peter 
Hand Brewery Co.; Palmer Carlson, 
Ingersoll Milling Machine Co.; R. P. 
Cavanaugh, Lyttons; W. E. Erwin, 
a Cement Manufacturing Co.; 
f. Ferren, Zenith Radio Corp.; 
io & Forney, The Frank G. Hough Co.; 
E. E. Garrison, Caterpillar Tractor 
Company, W.H. Greene, Motor Products 
Corp.; Wilbur Jones, Houdaille-Her- 
shey Corp.; T.J. Lopatka, Diamond T 
Motor Car Co.; John Meade, Fansteel 
Metallurgical Co Pr. £ Monzel, 
Algonquin Tool & ie Co.; L.B. Stocks, 
Western Electric Co., Inc.; Russell C. 
Stone, Alton Box Board Co.; H 
Tobler, Jefferson Electric Co.; W.H. 
Whyte, Tele-Vogue, Inc. 


INDIANA-—B. M. fientgan, A om ifeie Safety 
Razor Co.; Guilfoyle, Flora 
Cabinet Co., Inc.; Walter K. Paul, 
Northern Indiana Public Service Co.; 
J.R. Ramsey, Public Service Company 
of Indiana, Inc.; John J. Ryan, Pierce 
Governor Co., Inc.; J.S. Kovic, Liberty 
Powder Co. 

lOWA-—E. H, Christensen, Allis Chalmers 
Manufacturing Co. 


KENTUCKY-—Jerry Dent, Murray Manu- 
facturing Co.; S.Lyle Graham, Philip 
Morris & Company Ltd., Inc.; Jasper 
Jordan, Pennsylvania Salt Manufactur- 
ing Co.; A. L. Prichard, Brown % 
Williamson Tobacco Co. 

LOUISIANA—W. J. Henry, Ethyl Corp.; 
Elmore E. Johnson, Cit-Con Oil Corp.; 
Paul R. Taylor, Central Louisiana 
Electric Co. 

MAR YLAND~-H.B. De Vinny, The Davison 
Chemical Corp.; /.D. Kershner, Crown 
Central Petroleum Corp. 
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The 1953 Panel 


MASSACHUSETTS—Gordon Avery, Morse 


Twist Drill & Machine Co.; Jack me 
American Woolen Co., Inc.; +; Donald A 
Bartlett, Western Massachusetts Elec- 
tric Co.; Frederick my ay & E.D. Jones 
& Sons Co.; George H. Burrer, Green- 
field Tap & Die Corp.; Stuart H. 
Crawford, Buxton, Inc.; Lawrence S. 
Johnston, Godfrey L. Cabot, Inc.; 
John E. Long, Jr., Simonds Saw & 
Steel Co.; Leslie E. Woods, Raytheon 
Manufacturing Co. 


MICHIGAN—Arthur L. Anderson, Clark 


Equipment Co.; George H. Baker, 
Wyandotte Chemicals Corp.; Walter B. 
Connolly, Briggs Manufacturing Co.; 
= a ensel, Albion Malleable Iron 

q "Jones, Ex-Cell-O Corp.; 
Kari K, ” Kahler, Bulldog Electric Prod- 
ucts Co.; Philip Kraushaar, St. Regis 
Paper Co.; Robert L. Ramsey, Port 
Huron Sulphite & Paper Co.; H. 
Swander, Michigan ll Telephone 
Co.; Robert G. Woldron, Hudson Motor 
Car Co.; C. A. Wollenzin, Jr., R. L. 
Polk Co. 


MINNESOTA-D. EE. Balch, General 


Mills, Inc.; D.J. Fole Queen Stove 
Works, Inc.; Frank J. Gleeson, Northern 
States Power Co.; J. Miller, 
Remington Rand, ice m ie W. Paine, 
Griggs, Cooper & Co.; M. E. Stodghill, 
Investors Diversified Services, Inc. 


MISSISSIPPI-—Frank R. Vernotzy, Arm- 
strong Tire & Rubber Co. 


MISSOURI-E. L. Bilheimer, St. Joseph 
Lead Co.; Stuart Landrum, National 
Lead Co.; Kenneth Laurent, Loose- 
Leaf Metals Co.; Edwin B. Meissner, 
Jr., St. Louis Car Co.; C.R. Stockhus, 
Union Electric Co.; B. M. Walter, 
Bendix Aviation Corp. 


NEW JERSEY-F. J. Bishop, Celanese 
Corporation of eye Richard T. 
Dale, Resistoflex Corp.; H. H. Eskay, 
Conmar Products Corp.; D. J. Fenelon, 
Raybestos-Manhattan, Inc.; Aneita 

speaing, Julius Schmid, Inc.; 
A.L. Kelemen, U.S. Pipe & Foundry 
Co.; David GC. Keller, Reaction Mo- 
tors, Inc.; P.H. Marfuggi, The Lionel 
Corp.; Cs. Modys, fag, Pharmaceu- 
tical Products, Inc. 


NEW Loa oman Pg <- The Tele- 
register os © A, Cummings, Marlin 
Rockwell orp. Howard M. Dirks, 
Carrier Corp.; Albert Doherty, Irving 
Trust Co.; John H. Eikenberg, Revere 
Copper & Brass, Inc.; George > 
Jr., Continental Baking 
Fleming, Great Lakes bates Corp.; os 
C. Stuart Hall, American Can Co.; 
Marvin J. Huber, Buffalo Forge Co.; 
John Q. Jennings, Singer Manufactur- 
ing Co.; ‘yoney ohnson, Cities 
Service Oil Co.; L.E. Jones, General 
Aniline & Film Corp.; Charles J. 
Lawless, United States Plywood Corp.; 
Arthur P, eee Aerovox Corp.; 
R, McMillan, Rollwa Bear- 
ing Co., Inc.; Birny Mason, Jr., Union 
Carbide & Carbon Co.; W. J. Parker, 
Sylvania Electrical Products; Robert 
W.Rogers, The Union News Co.; 
Donald A. Rutledge, National Broad- 
casting Co.; Clayton D, Ruyle, Re- 
puke ‘Aviation Corp.; John J.Saracino, 

etal & Thermit Corp.; R.C. Simpson, 
a Sasncine, Ng ieee v. 
owsen, West Virginia Pulp & Paper 
Co.; Edward J. Walsh, General Foods 
Corp.; W.G. Watkins, New York Air 
Brake Co.; P.M. Welpton, American 
Thread Co.; J/.L. Wileox, Western Union 
Telegraph Co.; .; AR Wolf lfe, — 
Smelting & Refining Co.; Robert B. 
Wood, Genera] Railway Signal Co. 


experience on the major problems in this field facing all companies this year. 


Results of each PERSONNEL POLICIES FORUM survey made during 1953 
are printed in a special survey report which is sent, as part of the service, to 
users of these BNA labor reports: 








NORTH CAROLINA-W. C. Alligood, Amer- 


ican & Efird Mills, Inc.; Earl Clontz, 
Fredrickson Motor Express; S. Paul 
Meadows, Hanes Dye & Finishing Co. 


a Oy P. Beater. Champion Spark Plug 


Diger, The Aro Equipment 
— of yo Calvert, Bunting 
Brass & Bronze Co.; Robert F. Edwards 
Fisher Brothers Co.; J.H. Fitch, McNeil 
Machine & Engi neering Co.; Jerome A. 
Gotts chalk, fre Bingham - Herbrand 
Corp.; William M. Hicks, American 
Blower Corp.; Jordan D. Hill, The 
Standard Register Co.; E.H. Hoechst, 
The Selby e Co.; J.K. MacDou x 
Seiberlin Rubber Co.; Calvin L.Mc 

Murray-Ohio Mfg. Co.; os C.K. ieee, 
Ohio Edison Co.; Frank B. Malone, 
Union Metal Mfg. Co.; H.E. Meeker, ln- 
ternational Harvester Co.; James B. 
Moore, Borg-Warner Corp.; J.C. Myers, 
Jr., The F.E. Myers & Brothers Co.; 
Kenneth H. Olson, Valley Mould & 
Iron Co.; Forrest Rusch, The Wea- 
therhead Co.; Ralph L. Sheets, Emery 
Industries, T.G. Shirreffs, The 
Standard oil” Congeny of Ohio; Arch. 
H, Stevenson, Aluminum and Magnes- 
ium, Inc.; R.G. Taylor, The Colson 
Corp.; B. Van Houten, Brush Develop- 
ment Co.; R.7T.Wilson, The Schaible Co. 


OKLAHOMA-—Robert H. Spahn, The Okla- 
homa Publishing Co. 


OREGON-Robert Hirstel, Lipman Wolfe 
& Co. 


PENNSYLVANIA-—W.B. Billock, Gulf Oil 
Corp.; Garrett A. Connors, Pittsbur, 
Steel Co.; Paul L. Davis, Piasecki 
Helicopter Corp.; H. L. Donaldson, 
Duquesne Light Co.; R. G. revels 
a ubber Co.; J. Roy Good- 

ander, New York & Pennsylvania Co., 
— W.E. Graden, Simonds Abrasive 
Co.; James A, Haines, Lehigh Foun- 
dries, Inc.; J.W. Harlacker, Standard 
Register Co.; M.H. Jacob, Jones & 
Laughlin Steel Corp.; R. James aa 
Jr., Wyeth Laboratories, 77 ‘1 ~ 4 

loran, Daystrom, Inc.; F.H. Y~ 
Copperweld Steel Co.; J. Clair Replogle, 
Selas Corporation of America; D. 
Re ds, DeWalt, Inc.; fe. 
Schneirov, American Radiator & Stan 
dard Sanitary Corp. 


RHODE ISLAND —Alexander Cameron, 
Paragon Worsted Co. 


SOUTH CAROLINA —John R. Thomas 
Delta Finishing Co. 


Tepaeesege-< A. Bandurski, U. S, 
Rubber Co.;Wendell B, Graddy, Sver 
& Parcel, ‘Inc.; Lewis Taylor, Nort 
American Rayon Corp. 


TEXAS-W.P. Bowen, Rheem Manufactur 
ing Co.; 7 iercen, = os. & 
Refining L. on: 
Dresser A. . Mug a Witten 
Wiegel, Lone Star Gas Co. 


UTAH-J. K. Richardson, Kennecott 
Copper Corp. 


WASHING TON-—R.B. Thompson, Monsanto 
Chemical Co. 


WEST VIRGINIA-L.H. Brown, Wheeling 
Steel Corp. 


by ony ry wv. Ldape, Beloit Iron 
Works; R.G. MacDonald, The Heil Co.; 
L. Maloney, National Pressure 
Cooker Co.; 6.C uild, Ray-O-Vac 
Co.; E.G. Seymour, Wisconsin Motor 
Corp. 
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EARNINGS OF FIRST-LINE SUPERVISORS 
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INTRODUCTION 


Although the first-line supervisor is the lowest rung in the managerial ladder, he never- 
theless most directly symbolizes management to the great majority of employees comprising 
the rank-and-file. The relationship between first-line supervision and rank-and-file is there- 
fore of paramount importance. This is particularly true with respect to earnings. 





Executives in the Personnel Policies Forum are generally agreed that first-line super- 
visors should receive a considerable differential over the employees whom they supervise. 
Only a small proportion of all companies, however, guarantee that their first-line supervisors 


will earn at least a minimum percentage more than any of the employees under them, Panel 
members indicate. 


In actual practice, the supervisory differential shows great variation, ranging from as 
little as 5 percent over earnings of highest-paid rank-and-file to as much as 65 percent over. 
The average first-line supervisor in all companies, however, earns about 20 percent more 
than the highest-paid employees working under him. Where employees within a department 
are on piece rates, of course, the supervisory differential stands in danger of being reduced 
or even eliminated altogether. The degree of skill in one department as compared with another 


department, meanwhile, does not affect the size of the differential, according to slightly more 
than half of the Panel. 


The majority of companies which are unionized adjust the pay of their first-line super- 
visors at the same time that rank-and-file win a bargained increase. In other companies 


which are organized, the differential is maintained through merit increases during the ensuing 
year. 


One factor which is most upsetting to the maintenance of the supervisory differential is 
extended overtime. Paying supervisors for each hour of overtime work is the antidote most 
commonly used. Other devices include adjusting supervisory pay within the rate range, 
granting special bonuses following extended overtime, and allowing compensatory time off. 


Data submitted by Panel members indicate that the average first-line office supervisor 
earns in a year -- including all base pay, premium pay, incentive pay, and bonuses ~- from 
$4,680 to $7,000, while his factory counterpart earns a slightly higher amount, from $5,000 
to $7,000. Size of company or community apparently do not affect amount of earnings much; 
however, geographical location does make a considerable difference. 


The average office supervisor is responsible for only 10 employees, as against 20 or 25 
employees working under the average factory supervisor. The number of employees super- 


vised, however, plays a minor role in determining the amount of supervisory earnings, most 
executives agree. 
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Incentive pay plans for supervisors are found in only one out of every eight companies, di 
personnel executives report. Of these plans, the largest number provide bonuses based on “ 
the amount of saving under budgeted cost; the remaining plans offer bonuses based either on yee 
volume of production or on volume of sales. A number of these plans are described in con- wi 
siderable detail in this survey. gu 


Finally, first-line supervisors in almost one-fourth of all companies receive bonuses 








other than incentive payments or compensation for extended overtime. These bonuses, based Di 
on company profits, are usually distributed around Christmas time, and in many cases are 
also extended on the same basis to rank-and-file. fil 
(In the more detailed discussion which follows, ‘‘smaller’’ company refers to one with Se 
1,000 or less employees, while ‘‘larger’’ company refers to one with over 1,000 employees). = 
I 
20 
DIFFERENTIALS BETWEEN SUPERVISORS AND RANK-AND-FILE 
Not every supervisor receives substantially higher pay than each of the employees whom fo: 
he supervises, members of the Personnel Policies Forum report. Nevertheless, Panel Pe 
members are in general agreement that a sizable earnings differential should exist. This 
prevailing sentiment is expressed clearly and forcefully by Gordon C. Avery, Director of 
Industrial Relations, Morse Twist Drill & Machine Company, New Bedford, Massachusetts, 
who states: 
I believe that a supervisor should be substantially better paid than any employee 
he supervises. He should know it and they should too. It gives him a reason to take 
pride in his position and his company, and it helps put supervision on a pedestal in 
the eyes of the rank and file. It also makes a supervisor’s job more desirable of 
attainment, a worthwhile objective for supervisory material among the employees. 
I know of many instances where capable employees have refused an opportunity to 
become supervisors simply because the wage differential, if any, was either not 
sufficient or because the ‘‘promotion’’ would have resulted in an increase of respon- the 
sibility and a drastic cut in income. wi 
i 
The above statement highlights the importance of an adequate supervisory differential in 
the earnings picture. The following sections summarize company practice with regard to 
earnings differentials between first-line supervisors and rank-and-file employees, including 
these aspects: guaranteed differentials; earnings differentials between supervisors and highest- 
paid employees supervised; differentials in skilled as against unskilled departments; adjust- 
ments to compensate for collective bargaining increases among rank-and-file; and maintaining 
earnings differentials during periods of extended overtime: 
is- 


Guaranteed Differentials 





Panel members were asked whether their first-line supervisors are guaranteed at least 
a minimum percentage more than the highest-paid employees under them. Answers to this 
query indicate that such guarantees are given in approximately 25 percent of smaller compan- 
ies and 15 percent of larger firms. In another 10 percent of larger companies, Panel members 
report, minimum differentials (percentage-wise) -- while not actually guaranteed -- are 
nevertheless almost invariably the practice. Thus in both larger and smaller companies, at 
least three out of every four companies do nothing in the way of guaranteeing that first-line 
supervisors will earn more than the highest-paid employees whom they supervise. 


Among companies which do give such guarantees, meanwhile, the differential guaranteed 
ranges from 5 percent to 35 percent in larger companies, and from 10 percent to 25 percent 
in smaller firms. In both larger and smaller companies, the average (median) guarantee to 
first-line supervisors is 15 percent above the earnings of the highest-paid employees super- 
vised. 


Among these companies, the relation of the guarantee to actual earnings varies consider- 
ably. At one extreme are those firms in which the guaranteed differential and the earned 
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differential are identical, while at the opposite pole are those companies in which supervisors 
earn a great deal more than they are guaranteed -- for example, are guaranteed 10 percent 
more than rank-and-file but actually earn 30 percent more. However, in the typical company 


which guarantees a supervisory differential, supervisory earnings are 5 percent higher than 
guaranteed earnings. 


Differentials in Actual Earnings 





While most companies do not guarantee their supervisors higher earnings than rank-and- 
file employees, in actual practice first-line supervisors in nearly all companies do earn con- 
siderably more than the highest-paid employees whom they supervise. This differential ranges 
from 5 percent to 65 percent in larger companies, and from 5 percent to 50 percent in smaller 
firms. In both larger and smaller companies, the average (median) first-line supervisor earns 
20 percent more than the highest-paid employee working under him. 


How is the differential between supervisory and rank-and-file earnings determined? One 


formula, used in a larger western company, is explained by the General Manager of the 
Personnel Department as follows: 


As a general guide, supervisory positions are placed in salary ranges which will 
permit paying salaries ‘‘at least 20 percent over the straight-time earnings of the 
highest employees supervised.’’ This is to assure that the supervisor will have an 
appropriate differential (at least 10 percent) above the highest wage employee earn- 
ings including average overtime. In applying this guide, the average overtime situa- 
tion is specifically checked; the individual supervisory differential may be as low as 
10 percent over straight-time wages (when overtime is rare), or as high as 35-40 
percent over straight-time when other position-value factors in the supervisor’s job 
justify higher placement. 


The presence of highly skilled employees within a department, of course, acts to reduce 
the supervisory differential or even (in some cases) to eliminate it altogether. This situation 
is explained by A. L. Pritchard, Director of Labor Relations and Personnel in the Brown & 
Williamson Tobacco Corporation of Louisville, Kentucky, who says: 


Since foremen’s pay is on a merit basis within rate ranges, the younger foreman 
may earn no more than the small number of highly-skilled machine repairmen in his 
department. However, he will earn approximately 30-35 percent more than the 
highest-paid production worker and approximately 25 percent more than the average 
earnings of the machine repairmen and highest-paid production workers. 


The one factor which can scramble the entire supervisory- differential picture, however, 
is the existence of piece rates. ‘This is made clear in the following comments: 





Our first-line supervisors or lowest echelon of management personnel, the 
foremen, are paid ten or fifteen dollars per week more than the base rate of their 
highest-paid employees. However, since most employees are piece workers, it is 
not uncommon for an employee to earn twice as much as his foreman -- which is a 
very disconcerting situation.--Gordon C. Avery, Director of Industrial Relations, 
Morse Twist Drill & Machine Company, New Bedford, Mass. 

* * * 


As between daywork departments, supervisory earnings will vary between $15 and 
$30 higher than the highest earners supervised, with the greater difference applicable 
in departments involving greater skills. In departments involving piecework opera- 
tions, the differential is greatly reduced below that existing in daywork departments - 
in fact is reversed in some departments where higher skills are involved, with the 
substantial differential existing to the credit of the employees supervised.--Manager, 
Personnel Division, larger eastern company. 
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Differentials -- Skilled vs. Unskilled Departments 





Panel members were asked if the differential between supervisory and rank-and-file 
earnings in their companies is smaller in skilled than in unskilled departments. Of those 
personnel executives in larger companies who ventured an opinion on this question, 55 percent 
held that the degree of skill characterizing a department does not affect the size of the super- 
visory differential; the remainder maintained that skill does affect the differential. Panel 
members in smaller companies were evenly divided on this question. 


Panel members were then asked if, in their opinion, the differential between supervisory 
and rank-and-file earnings should be equalized among all departments. Altogether, of Panel 
members answering this question, 55 percent in larger companies and 33 percent in smaller 
firms favored an equal differential regardless of the degree of skill involved. Incidentally, 
tabulation of replies brought out an interesting fact: fully one-half of those executives in whose 
companies the differential is not equalized stated that they felt it should be; at the same time, 
close to half of executives in firms which equalize the differential came out in opposition to 
such equalization. 


Just how the amount of the differential between supervisory and rank-and-file earnings 
will vary in different departments of the same company, is brought out in the following com- 
parison of two departments in a smaller southwestern firm. Incidentally, this same com- 
parison also brings out the considerable variation that the differential assumes even within 
a single department: re 

Weekly Salary ° oe 
of Highest- _ 
Supervisor’s Supervisor’s Paid Employee 
Department Job Title Weekly Salary Supervised Differential 














su] 


1 Day Foreman $119.25 $ 98.75 21 percent 
Night Foreman 124.25 103.75 20 percent 


2 Foreman A 116.50 98.75 18 percent 
Foreman B 118.25 103.75 14 percent 
Foreman C 113.00 98.75 14 percent 
Foreman D 117.75 103.75 13 percent 
Foreman E 120.25 108.75 11 percent 


Supervisory Differential and Collective Bargaining Increases 





Among companies with unionized employees, approximately 70 percent of the larger ones 
and 60 percent of the smaller ones make an adjustment in first-line supervisors’ pay whenever 
rank-and-file employees gain an increase through collective bargaining. 


The following comments are from personnel executives in companies which make such 
adjustments: 


In general when an increase through collective bargaining is granted, an interval 
of 30 days elapses before action is taken with respect to supervision. The across- 
the-board increase to production workers is translated into a percentage figure which 
is then applied to the salaries of supervision in all cases. The increase is somewhat 
larger in cents-per-hour than is given production workers.--Lewis Taylor, Personnel 
Director, North American Rayon Corporation, Elizabethton, Tennessee. 

x *K x 

Once we skipped giving supervisors salary increases along with plant personnel, 
intending to compensate them by merit increases -- it was a grave error.-- Ralph L. 
Sheets, Director of Industrial Relations, Emery Industries Inc., Cincinnati, Ohio. 


* as 
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Non-exempt first-line supervisors receive the same general increases as other 
non-exempt employees. Exempt first-line supervisors receive general increases on 
a percentage basis equal to the amount of general increase given to non-exempt 
employees.--Frank J. Gleeson, Personnel Director, Northern States Power Company, 
Minneapolis, Minnesota. 

OK x x 

In the past five years we have attempted to predict the average increase that 
would be negotiated with the local unions and use it as a basis for making comparable 
salary increases. If actual hourly increases created much of a discrepancy between 
them and adjusted salaries, a greater adjustment has been made to salaries affected 
in the following year.--Industrial Relations Manager, larger midwestern company. 

x x 

Supervisors are given at least the same increase as the union, at the same time 
that the union increase is granted.--D. J. Fenelon, Director of Labor Relations, 
Manhattan Rubber Division, Raybestos- Manhattan, Inc., Passaic, New Jersey. 

xe x 3K 

Adjustments have been on a percentage basis equivalent to average union increase, 
thereby increasing differentials when union increases are across-the-board rather 
than percentage.--Personnel Director, larger eastern company. 


In the remaining companies with unionized employees, meanwhile -- specifically, in 30 
percent of larger companies and 40 percent of smaller firms which are organized ~-- first-line 
supervisors’ pay is not adjusted at the same time that the rank-and-file get an increase. In 
these companies, however, the differential is maintained through merit reviews, usually on an 
annual or semi-annual basis. 


Among Panel members whose companies maintain some differential between first-line 
supervisors and rank-and-file by means of merit reviews, the following comments are typical: 


If rank-and-file employees are given an increase, there is no automatic increase 
for supervisors, although they are reviewed and adjusted periodically on the basis of 
merit and cost of living. We make no effort to maintain a fixed differential, particu- 
larly because our production workers are generally on incentive work and their earn- 
ings fluctuate.-- Executive Vice President, larger southern company. 

x x mK 

We attempt to adjust supervisory pay independently of increases gained through 
collective bargaining, by means of a review in October or November of each year, 
with consideration of such information as a probable increase in the cost of living.-- 
Industrial Relations Manager, larger southern company. 

* * x 

Supervisors are adjusted on a merit and length of service philosophy. Generally 
speaking, for the past several years such adjustments have been made every eight to 
ten months. Rank-and-file adjustments are annual for union employees. The result 
of this practice has been to increase rather than maintain the differential -- not only 
because of frequency, but also because such adjustments, on a cents-per-hour basis, 
have been higher than those negotiated.--Industrial Relations Manager, larger mid- 
western company. 

* * * 

Neither the timing nor the amounts of supervisory pay adjustments are comparable 
to those of collective bargaining adjustments. However, over a period of time super- 
visory adjustments in the aggregate equal or exceed the increases granted to other 
employees.-~Vice-President in Charge of Industrial Relations, larger eastern company. 

* x * 

We have on occasion made some ‘‘across~the-board’’ adjustments for supervisors, 
but we try to maintain a reasonable differential by handling supervisors on a merit 
basis. We definitely have explained to supervisors that their pay is not tied to results 
of collective bargaining.--Secretary, larger midwestern company. 

* * * 
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The differential between the supervisor and the rank-and-file worker is maintained 
by the bi-annual merit increase.--L. J. Maloney, Personnel Director, National 
Presto Industries, Inc., Eau Claire, Wisconsin. 


Meanwhile, among companies which are not unionized the general practice is to include 
first-line supervisors in any increases going to rank-and-file employees. The following state- 
ments from Panel members are illustrative: 


We have no union, but supervisors’ pay is increased when employees get a 
general increase.--B. Van Houten, Director of Employee Relations, Brush Electronics 
Company, Cleveland, Ohio. 

* x * 

We have no collective bargaining situation. We make no attempt to maintain a 
distinct differential for supervisors, although they are paid well above the highest- 
paid employee under them. When we have put through cost of living or general in- 
creases we have done so percentage-wise, and the same percent has gone to super- 
visors.--M. E. Stodghill, Personnel Director, Investors Diversified Services, Inc., 
Minneapolis, Minnesota. 


Maintaining Differential During Extended Overtime 





Periods of extended overtime seldom if ever occur in one-tenth of larger companies and 
one-sixth of smaller firms, Panel members report. In the remaining companies, however, 
constituting the great majority of all enterprises, extended overtime is frequent and poses 
the problem of maintaining the supervisory differential. 


First-line supervisors are paid for each hour of overtime which they work -- usually 
either at straight-time or time-and-one-half -- in roughly 55 percent of both larger and 
smaller companies. 1/ In another 5 percent of companies, special bonuses are paid following 
each period of extended overtime in order to maintain the supervisory differential. 


In still another 15 percent of larger and smaller firms, the differential is preserved by 
adjusting the supervisor’s salary within the rate range, or by adjusting the rate range itself. 
These adjustments do not necessarily take place immediately after the period of extended 
overtime. 


Compensatory time off, rather than money payment, is given to first-line supervisors in 
some 5 percent of larger companies and 15 percent of smaller ones having extended overtime. 
Panel members in another 5 percent of larger companies report that although supervisors 
receive no pay for overtime work, an attempt is made to equalize such work among all super- 
visors. Personnel executives in a few companies, meanwhile, mention that the spreading out 
of overtime work among rank-and-file employees has tended to simplify the problem of main- 
taining the supervisory differential. 


Only in about 15 percent of larger companies and 10 percent of smaller ones, personnel 
executives indicate, is there no attempt of any kind made to maintain the differential in earn- 
ings between first-line supervision and rank-and-file during periods of extended overtime. 


Here are some comments from Panel members illustrating different approaches to the 
overtime problem: 





1/ In a previous Personnel Policies Forum survey (No. 16 - Fringe Benefits for Supervisors - 
January, 1953), it was found that where overtime is paid to supervisors, the rate is: 











Larger Companies Smaller Companies 
Time-and- one-half 31 percent 33 percent 
Straight time 39 percent 34 percent 


Graduated and other 30 percent 33 percent 





























DIFFERENTIALS BETWEEN SUPERVISORS AND RANK-AND-FILE 





Straight- Time or Time-and- one-half 





Since we adopted the payment of straight time for prescheduled overtime, the 
problem of hourly workers earning more then supervisors has ceased.-~-Industrial 
Relations Manager, larger western company. 

* * * 

We pay straight time to supervisors, time-and- one-half to hourly paid workers. 
The balance of the differential is adjusted.--Industrial Relations Director, smaller 
midwestern company. 

¥ x x 

First-line supervisors participate in a plan whereby they are compensated at 
straight time rates for all scheduled hours worked over 40 in any week, up toa 
maximum of 16 hours per week or a maximum of $7300 per annum including base 
salary plus overtime.--Vice President, larger eastern company. 

x sd xx 

Supervision receives straight time for all hours worked over 40 in a work week. 
There is also a ‘‘tie-in’’ period each day between supervision of day and night shifts 
which adds to the number of hours for which a supervisor is compensated each 
week.-~-Industrial Relations Director, larger eastern company. 

x * * 

First-line supervisors are non-exempt and therefore receive overtime premium 
pay at the same rate as the hourly rated employees whom they supervise. The use 
of a non-exempt salary rate schedule automatically compensates for inequities which 
would otherwise arise due to scheduled overtime. The above pay method also avoids 
possible future law suits under the Fair Labor Standards Act and the Walsh-Healey 
Act if the supervisors worked in such a manner as to lose exemption under these 
laws.--B. M. Finnigan, Personnel Director, American Safety Razor Corp., La Porte, 
Ind. 

a6 aK xs 

Most of our first-line supervisors, that is, those working along with the men are 
what we term ‘‘non-exempt’’ employees; they are given overtime compensation in 
accordance with the Wage-Hour Law. However, we also have first-line supervisors 
in other operations who are classed as executive or administrative employees under 
the Act who do not receive overtime compensation. This may present a problem of 
inconsistency. Therefore I believe that all supervisors up to a predetermined level 
should be granted overtime compensation of not less than straight time, unless the 
supervisory salary levels are set high enough to prevent rank-and-file earnings from 
approaching the immediate supervisory level. We endeavor to meet our problem by 
the use of salary yardstick rates and merit adjustments, but this only partially takes 
care of the problem.-~-Industrial Relations Director, larger eastern company. 


Bonus for Overtime 





If periods of extended overtime are long periods of at least three months in dura- 
tion with a six-day work week as a basis, compensation is extended in the form of an 
additional 25 percent of the supervisor’s basic monthly salary for each month he is 
scheduled to work the extended overtime.--Personnel Relations Manager, smaller 
eastern company. 

* * * 

Salaried supervisors are not paid overtime but if their departments work over- 
time for an extended period, the supervisors receive a bonus of from two weeks’ to 
a month’s salary. When such payments are made they go to all supervisors, regard- 
less of whether their particular department may have worked any appreciable amount 
of overtime. Our manufacturing people feel that this contributes much more to 
morale than if particular departments were singled out.--A. L. Pritchard, Director 
of Labor Relations and Personnel, Brown & Williamson Tobacco Corporation, 
Louisville, Kentucky. 
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Adjusting Supervisory Rates 





If overtime extends over a long period of time, the supervisor’s rate is adjusted 
in order to maintain the minimum earnings differential.--Manager, Personnel 
Statistics, larger western company. 

x x * 

Each level of supervision has a rate range which leaves room for merit 
adjustment.--R. G. MacDonald, Industrial Relations Director, The Heil Company, 
Milwaukee, Wisconsin. 

* x x 

Having no overtime compensation policy for supervisors, this maintaining of 

differentials does become a problem. We have tried to adjust within the range or 


give time off to solve this.--Assistant Director, Industrial Relations, larger mid- 
western company. 


Compensatory Time Off 





We have no direct remuneration system for supervisory overtime, but we do 
allow supervisors who have worked an appreciable amount of overtime to take time 
off as needed.--R. James Lotz, Jr., Personnel Director, Wyeth Laboratories 
Incorporated, West Chester, Pa. 

* * * 

We don’t maintain the supervisory differential, but we try to make other con- 
cessions such as additional vacations and/or time off duty.--Personnel Director, 
larger eastern company. 


Controlling Overtime 





In all but three situations in our company our supervisors are exempt. We pay 
no overtime to supervisors. Where extended periods are faced, we relieve the 
supervisor by giving him other supervisory assistance, thus eliminating the need 
for him to work overtime steadily. These assistants share in the overtime super- 
vision.--M. E. Stodghill, Personnel Director, Investors Diversified Services, Inc., 
Minneapolis, Minnesota. 

* x x 

We pay supervisors straight time for overtime, and equalize overtime hours 
among rank-and-file employees.--Alan C. Curtiss, Vice President, Scovill Manu- 
facturing Company, Waterbury, Connecticut. 

* * * 

We have not in the past attempted to maintain earnings differentials. There 
have been times in which an inequity has been created. However, we have attempted 
to control the overtime rather than to adjust supervisory earnings.--Paul R. Taylor, 
Personnel Director, Central Louisiana Electric Company, Inc., Pineville, Louisiana. 


ANNUAL EARNINGS OF FIRST-LINE SUPERVISORS 


How much does the average first-line supervisor earn per year -- including with his 
regular pay any premium payments, incentive pay, profit-sharing or other special bonuses ? 


Panel members were asked to submit data in terms of a range of supervisory earnings. 
Altogether, 94 different companies submitted usable data on the range of supervisory earn- 
ings. These earnings are shown in the table on the next page. 


The figures indicate that the average (median) first-line supervisor in an office earns 
almost as much as his factory counterpart. Median earnings of office supervisors range 


from $4,680 to $7,000, while median earnings of factory supervisors range from $5,000 to 
$7,000. 
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ANNUAL EARNINGS OF FIRST-LINE SUPERVISORS 








Total 
Company 


Employees* 





NORTHEAST 
200 
300 
400 
400 
400 
500 
500 
900 
900 
1, 000 
1, 100 
1, 100 
1, 100 
1, 100 
1, 100 
1,500 
1,500 
1, 700 
1, 800 
1, 900 
2, 200 
2, 400 
3, 000 
4, 400 
5, 500 
5, 700 
7, 000 
7,500 
8, 000 
9, 000 
28, 000 
35, 000 
44, 000 
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Median-all companies 


300 
400 
800 
800 
900 

1, 200 
1, 400 
1, 700 
2, 200 
2, 300 
2, 800 
3, 600 
4, 000 
4, 000 
4, 500 
7, 200 
15, 000 


a 
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Median-all companies 


RANGE OF ANNUAL EARNINGS OF FIRST -LINE SUPERVISORS IN 94 COMPANIES 


Office 
Low High 
$3,750 $8,000 
4,680 5,616 
5, 000 9, 000 
5,700 13, 200 
5,850 7,000 
3, 900 6, 900 
6, 000 6, 700 
4, 050 6,530 
5,100 6,300 
3,900 5,200 
4, 500 5, 200 
4,600 7,300 
5,800 7,100 
6,000 7,800 
4,200 7,800 
3,640 5,000 
4,600 7,200 
5,200 7,500 
3,600 6,000 
4, 000 8, 000 
7,214 8,625 
5,000 7,000 
4,575 8, 298 
3,000 3,400 
3,900 7,300 
4, 800 8, 000 
5,000 7,600 
7,400 11,300 
6,600 8,400 
4, 560 9, 000 
$4,640 $7,300 
5,000 7,000 
4,200 6,500 
3,900 5,400 
4,200 5,500 
5,000 7,500 
3, 500 5, 300 
3,600 6,000 
4,500 6,600 
4,500 6,800 
4,680 7,800 
4,000 6,800 
4,000 5,000 
6,500 7,000 
4,800 7,200 
3,600 6,000 
5,148 17,656 
$4,350 $6,700 


Factory 

Low High 
$4, 680 $7, 540 
5, 000 7, 000 
5, 616 6, 072 
4,600 6, 500 
4, 332 9, 696 
5, 700 6, 800 
5, 000 6, 700 
4, 320 5, 980 
6, 000 7,500 
4, 050 5, 900 
5, 100 6, 300 
2, 900 6, 500 
5, 000 6, 500 
5, 500 6,600 
5, 800 7, 100 
4,800 7, 800 
4, 200 8, 700 
4, 160 5, 000 
6, 200 8, 400 
5, 000 8, 000 
3, 900 6, 000 
5, 000 8, 000 
5, 723 6, 864 
4, 200 6,500 
5, 567 10, 238 
2, 825 3, 600 
3, 900 7, 300 
4,900 7, 900 
5, 200 7, 600 
7, 800 10, 300 
5, 200 6, 200 
4, 560 9, 000 
$5,000 $6,932 
5, 000 6, 800 
4, 000 5, 700 
4, 860 5, 760 
4, 200 5, 500 
5, 000 7,500 
3,600 4, 800 
3, 900 6, 300 
3,600 5, 400 
4, 200 6, 300 
5, 000 7,600 
5, 340 6, 780 
4, 300 6, 200 
4, 000 4, 800 
5, 500 6, 300 
4,800 7, 200 
3, 900 7, 200 
4, 824 8,976 
$4,300 $6,300 





Total . Office Factory 
Company Employees Low High Low High 
CENTRAL 
A 300 $5,000 $7,400 $5,000 $8,000 
B 400 - 7,500 5, 000 7,500 
Cc 400 4,160 7,500 4,420 7,600 
D 500 5, 400 6, 300 6, 000 7, 800 
E 500 4,800 8,400 5,400 7,200 
F 500 3,900 5,000 4,000 5,700 
G 600 3,900 5,200 3,000 4,500 
H 600 7,200 8,000 6,000 7,200 
I 600 6, 000 9,500 5, 750 9, 400 
J 700 6, 000 10, 000 6, 000 10, 000 
K 700 3,600 5,600 4,800 6,300 
L 800 3,564 4,512 5,184 7,128 
M 800 5,600 9,000 5,100 8,500 
N 900 5,000 10,000 3,600 8,000 
oO 900 4,000 6,000 4,800 9,000 
P 900 3,900 5,160 4,620 6,840 
Q 1, 100 6,000 12,000 : : 
R 1, 300 4,800 6,900 4,500 6,600 
5 1, 300 5,400 6,650 5,400 6,650 
T 1, 400 4,680 9,720 - : 
U 1, 500 . : 6,625 10,600 
Vv 1, 800 3,600 6,000 . ° 
WwW 1,800 5, 885 6, 845 5,815 8,437 
x 2, 500 - - 5,980 8,300 
Y 2, 800 4,440 6,600 4,320 6,420 
z 3, 100 5,100 5,500 5,350 5,750 
AA 3,200 4,200 5,700 4,500 6,600 
BB 3, 400 5,520 7,200 5,340 6,600 
cc 4,500 5, 400 6,600 5, 400 6,600 
DD 5, 000 3, 900 6,600 4, 000 6,300 
EE 5, 000 5, 200 9,600 6,500 10,500 
FF 5, 300 3, 600 5, 000 3,600 6, 000 
GG 6, 000 ° : 4,200 7,000 
HH 11, 200 5, 028 9, 348 5, 400 8, 750 
II 13, 200 4,500 6,000 4, 000 6,500 
i} 25, 500 4,000 6,000 6,000 8,000 
KK 40, 000 4, 800 7,500 4, 800 7, 200 
Median-all companies $4,800 $6,748 $5,050 $7,200 
WEST 
A 400 3,900 7,200 5,400 9,600 
B 1,000 7, 800 12,500 7, 500 11,000 
¢ 1, 300 5, 405 6,000 6, 200 6, 200 
D 5, 000 m - 6,000 10,000 
E 5, 700 6,540 6,804 5,700 7, 200 
F 13, 500 5,750 1,560 5,750 7,560 
G 32, 000 5,000 10,000 5,000 : 


Median-all companies $5,578 $7,380 $5,750 









arger cos., 





large cities $4,680 $7,000 $5,000 $7,200 
Median-larger cos., 

small cities 4,740 6,900 5,100 6,600 
Median-smaller cos., 

large cities 5,000 7,500 5,000 7,200 
Median-smaller cos., 

small cities 4,180 6,950 5,000 7,200 











* Total Employees rounded to nearest 100, 
Regions are grouped as follows; NORTHEAST includes New England, New Jersey, New York, and Pennsylvania; WEST includes Montana, 
Wyoming, Colorado, New Mexico and all states west to Pacific Coast; SOUTH includes Oklahoma, Texas, Arkansas, Louisiana, 
Mississippi, Kentucky, Tennessee, Alabama, Florida, Georgia, South Carolina, North Carolina, Virginia, West Virginia, Delaware, 
Maryland, and District of Columbia; CENTRAL region includes all other states, 
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At the same time, the data suggest that size of company does not affect in any significant 
way the amount that a first-line supervisor earns. Thus, while the rate range of the average 
(median) supervisor -- in either office or factory -- in smaller companies shows greater 
variation than in larger companies, the earnings picture for supervisors remains roughly 
comparable in all companies regardless of size. 


Further tabulation of earnings data submitted by Panel members indicates that the 
size of the city in which a company is located does not in most cases greatly affect the amount 
of supervisory earnings. Earnings of first-line supervisors in communities of less than 
50,000 population (referred to as ‘‘small’’ cities) are substantially the same as those of super- 
visors in larger cities; the most noticeable difference is that office supervisors in smaller 
companies tend to have a much lower rate range in small cities than in larger communities. 


Finally, comparison of supervisory earning ; on a regional basis shows that first-line 
factory supervisors’ earnings tend to be highest in Western states and lowest in Southern 
states. 


NUMBER OF EMPLOYEES SUPERVISED 
The average first-line supervisor in a factory supervises at least twice as many em- 
ployees as his opposite number in an office, according to Panel members. Office supervisors 
in both larger and smaller companies supervise 10 employees (on the average), while factory 


supervisors supervise 20 employees in larger companies and 25 employees in smaller firms. 


The following table lists the number of employees supervised in larger and smaller 
companies, giving the range as well as the average (median): 


NUMBER OF EMPLOYEES SUPERVISED BY AVERAGE FIRST-LINE SUPERVISORS 











OFFICE : FACTORY 
Larger Companies : Smaller Companies _: Larger Companies : Smaller Companies 
from 1 to 25 empls. ; from 4 to 30 empls. from 6 to 75 empls. : from 7 to 75 empls. 


med. 10 : med. 10 : med. 20 : med. 25 





Effect of Number Supervised upon Supervisory Earnings 





The number of employees supervised has no effect on earnings of first-line supervisors, 
according to Panel members in two-fifths of both larger and smaller companies. In most of 
the remaining companies, the number of employees supervised is given a certain amount of 
weight in determining supervisory earnings, but is always considered along with many other 
factors -- such as the amount of responsibility involved, the nature of the work, and length of 
service. 


Only in about 5 percent of larger and smaller companies, according to Panel members, 


do supervisory earnings vary directly with the number supervised, regardless of other factors. 


Typical comments of personnel executives on this question include the following: 


Supervisory earnings are based mostly on technical knowledge, ability to handle 
personnel, and seniority.--F. J. Monzel, Personnel Director and Office Manager, 
Algonquin Tool & Die Company, Chicago, Ill. 

* * * 


The number of employees supervised does not affect supervisory earnings to 
any extent. Type of function and over-all importance are the governing factors.-- 


Personnel officer, smaller western company. 
* * * 
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The number of employees supervised is one of nine factors we use in evaluating 
our supervisory positions. In point of weighting of the factors, it ranks fourth from 
the top.--M. E. Stodghill, Personnel Director, Investors Diversified Services, Inc., 
Minneapolis, Minn. 

x * x 

The number of persons supervised is reflected in the leadership factor of the 
Company’s Job Evaluation Plan which slots the job into a higher labor grade, thus 
raising the minimum and maximum amount of money which the supervisor can 
earn.--Manager, Personnel and Administration, smaller eastern company. 

* * * 

Roughly, the number of persons supervised tends to increase a supervisor’s 
earnings, but -- though his weekly income is set to conform to an over-all wage 
pattern -- technical ability and demands, departmental profit ratio, length of service, 
personality, departmental employee earnings, and personal friendship have all been 
allowed to become influential factors.--Gordon C. Avery, Industrial Reiations 
Director, Morse Twist Drill & Machine Company, New Bedford, Mass. 

* * * 

It is one factor considered in evaluating the supervisory position. Other things 
being equal, a position supervising 50 percent to 100 percent more employees than 
another position will be paid about 15 percent more.--General Manager, Personnel 
Department, larger western company. 


INCENTIVE PAY PLANS FOR SUPERVISORS 


One out of every eight companies has an incentive pay plan for supervisors, executives 


on the Personnel Policies Forum report. This ratio holds true for smaller as well as larger 
companies. 


Of these supervisory incentive plans, roughly one-half are of the cost-improvement 
type -- that is, bonuses are computed as a percentage of savings under budgeted costs. One- 
fourth of all plans offer bonuses based on sales volume, while the remaining one-fourth base 
bonuses on volume of production. 


Following are comments of executives describing in some detail incentive pay plans for 
supervisors: 


Plans Based on Cost Improvement 





Our industry is basically a ‘‘processing’’ type of manufacturing. Under our 
cost accounting system, actual costs are determined by groups holding somewhat 
similar operational or processing requirements. Each group covers a range of 
widths, guages, metal mixtures, temper, etc., where the cost variation between 
extremes of these factors is small. Based on our experience of the average cost 
per pound for each group over a period of time, a standard direct labor cost for 
each group has been developed. 

The total number of pounds produced for the month in each group, times the 
applicable standard cost per pound establishes the budgeted direct labor cost for 
the month for all the pounds produced. A comparison of the total budgeted direct 
labor dollars to the total actual direct labor dollars for the last three months is the 
basis for determining the operating efficiency of the department involved. This 
relative efficiency determines the bonus earned on direct labor. 

Indirect labor is also a factor in the bonus plan based on a variable ratio of 
direct to indirect labor. These ratios are based on past experience at different 
levels of plant or departmental activity. Here again we arrive at an efficiency re- 
lationship between budgeted and actual indirect labor costs for the last three months 
which determines the bonus earned on this factor. Several other minor factors are 
included in the bonus plan, such as supplies -- budgeted versus actual supply costs ~- 
customer complaints, broken promises and accidents. 

We feel that the most important and controllable factory expense is ‘‘labor’’, 
both direct and indirect. The larger part of the bonus opportunity in the bonus plan 








EARNINGS OF FIRST-LINE SUPERVISORS 








is apportioned to the two labor factors. The other factors share the remaining 
bonus opportunity on an approximately equal basis. On all factors there can be 

a bonus loss as well as bonus earnings, expressed as a percent; the net bonus 
earned on all factors is applied to the participant’s salary to determine his bonus 
dollars for the month involved.-- Vice-President in Charge of Industrial Relations, 
larger eastern company. 


Another plan is outlined by D. J. Fenelon, Director of Labor Relations, Manhattan 
Rubber Division, Raybestos- Manhattan, Inc., Passaic, New Jersey, as follows: 


Our plan is available only to supervisors in departments where production 
workers are on a production incentive plan. The plan is predicated on the results 
achieved by all of the supervisors in a single department in controlling the labor 
losses in their department (down time, waiting for stock, etc.). As these labor 
losses are reduced, the premium earnings of the supervisors increase, but since 
we have only one factor of cost -- labor -- covered by the present plan, we have 
established a ceiling on premium earnings which is about 17 percent of the super- 
visor’s base salary. Of course, we pay the base salary as a minimum. 

We have realized for some time that our present plan does not go far enough 
either for good cost control or providing real substantial incentive opportunity for 
the supervisor himself. Therefore we are undertaking a revision of our present plan 
to bring under the plan all controllable factors of cost -- including material, labor, 
and items of overhead which are influenced by supervision. At the same time we will 
revise upward the premium opportunity, which should develop and maintain a keen 
interest on the part of the supervisors to reduce the wastes and losses of all cost 
factors. 


The Director of Personnel Relations in a smaller midwestern company describes their 
plan in the following way: 


Incentive payments to supervisors, which are earned monthly but paid quarterly, 
are based on three cost areas over which the supervisor has direct control. The 
actual cost is compared to the budget standard for three factors: (1) man-hours; 
(2) yield (that is, salable products against raw material used); and (3) scrap. One- 
third of the bonus is based on the supervisor’s own section, and two-thirds on the 
over-all plant total. The bonus is computed as a percentage of regular salary; a 
supervisor who is higher paid presumably contributes more to the operation and 
therefore gets a larger bonus. 


A somewhat different alignment of cost factors is found in a supervisory incentive pay 
plan operative in a larger eastern company, as described by the Director of Personnel 
Relations: 


Our incentive plan is based on operating performance factors over which controls 
are exercised. Factors include man-hours, production rate, consumption of major 
supplies, utilities, and yield. In production areas where it is desirable in the inter- 
est of over-all efficiency, several foremen may be grouped in one single plan cover- 
ing the entire area. The incentive opportunity for individual factors such as man- 
hours, production rate, and yield are weighted according to the total savings possible 
at expected performance. Incentive payments are paid monthly on the basis of an 
average previous three-months performance. 


A variation in the method of paying out bonuses earned under a supervisory incentive 
plan is seen in the procedure used by a larger western company, briefly outlined by the 
Manager of Industrial Relations: 


Our foremen and plant staff personnel are covered by a supervisory incentive 
compensation plan. This plan is based on a standard cost system wherein each 
man’s department is set on a budget and the entire plant is also set on a budget. 
Participants receive a bonus based on the savings under budget; this bonus is 
approximately 20 percent of these savings. It is paid 50 percent in the month in 
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which the saving is made, while the balance is carried over from month to month. 
A year-end payoff is then made of the net amount of earned bonus. 


A more detailed explanation of how a cost-improvement type of supervisory incentive 
plan works is given by the Personnel Director of a smaller southern company, who states: 


We point out to the participating group the particular areas of activity that have 
shown either a profit or loss during the preceding period, in the following way: 
Budgeted Cost Actual Cost Loss or Gain 











Item A $10,000 $ 9,500 $ 500 (gain) 
Item B 30,000 31,000 1,000 (loss) 
Item C 15,000 13,500 1,500 (gain) 

$55,000 $54,000 $1,000 (gain) 


We then arrive at our bonus amount each month, for this purpose setting up a 
table like the following one: 











Ratio of Cost Present 

Units of Controllable Cost per Bonus 
Period Produced Items to Billing 100 Units Payable 
Normal 5,000,000 50.0 Lawe. .. ..99es" 
April 6,000,000 52.1 1.25 14.0% 
May 6,000,000 49,2 1.18 19.3 
June 5,000,000 49.0 1.17 20.0 
July 4,000,000 60.0 1.44 7.2 
August 6,000,000 50.0 1.20 17. 
September 5,500,000 47.9 1.15 23.0 


Average 16.7% 

The term ‘‘controllable item’’ as we use it covers operating expenses and would 
not apply to new construction or changes in capital costs. Budgeted items are at 
least partially controllable: direct labor, mill supplies, overtime, cleaning, etc. 
Budgeted cost is based on a normal percentage of billing for each item. Billing is 
weighted by work in process, increase, or decrease. 

The preceding table shows a norm which is usually based on a preceding year’s 
operation. Then underneath this norm is shown a six-months record of experience; 
this is done to take care of seasonal variations. Each month the top month would be 
dropped and another month added on the bottom. In this instance, April would be 
dropped and October added at the foot. In this particular (and purely theoretical) 
illustration, the amount of 16.7 percent would be payable for September, the last 
month accounted for. Checks would then be issued for each supervisor participating, 
amounting to 16.7 percent of his base salary for that month. This plan, incidentally, 
applies only to factory supervisory personnel. 

Preparatory to setting the formula, we first decided the percentage of profits 
that was desirable to distribute to the supervisory group as a bonus. We found it 
desirable to pay some bonus for normal activity. For instance, a company might 
decide to pay 3 percent of profits before taxes; this would yield a 10 percent bonus 
for normal activity. Then for better than normal activity, the 3 percent of profits 
would yield proportionately more than a 10 percent bonus. 


Plans Based on Production Volume 





In some companies incentive pay is based on production levels. Typical examples 
follow: 


Our plan involves only hourly paid foremen who supervise groups working under 
some type of measured work plan. They are included on an indirect basis -- that is, 
the supervisor receives a percentage of the average premium earnings of the group 
per pay period. Salaried higher level supervision receive a share of the profit 
earned by the department, on a quarterly basis.--Industrial Relations Director, 
smaller eastern company. 

* * x 








EARNINGS OF FIRST-LINE SUPERVISORS 





Our plant is currently divided into eight major departments whose operations 
are comparatively independent. Each of these departments has its own incentive 
plan, which has been expressly tailored to meet specific requirements based upon 
quality and quantity of production. As a general rule a normal production capacity 
is established for each department, with a maximum incentive opportunity of 25 per- 
cent in view. Thus if production in a department is 125 percent of standard, all 
employees in the department will receive 25 percent incentive payment calculated 
against their base pay. It must be understood, however, that there is no ceiling of 
25 percent on the plan; incentive payments as high as 40 percent are possible and 
have been paid in the past. Incentive payments to the departmental foremen, inci- 
dentally, are the same as for the hourly paid employees -- a percentage of produc- 
tion over standard applied to the base rate.--Ralph L. Sheets, Industrial Relations 
Director, Emery Industries, Inc., Cincinnati, Ohio. 


Plans Based on Sales Volume 








The following comment from the Industrial Relations Manager in a larger midwestern 
firm describes one company’s experience with a supervisory incentive plan based on sales: 


Several years ago the top management of the company decided it would be a good 
idea to give their top foremen some kind of a bonus as an incentive for the efficient 
running of their departments, in order that production schedules might be met and 
the quality of the production kept high. At that time a formula was devised. It was 
believed when this incentive bonus was instituted that it would probably never go 
higher than $125 per month. However, the Company’s business grew by leaps and 
bounds, so that about three years ago the actuai bonus was running higher than the 
base salaries. When this happened, it was decided to cut $100 off the incentive bonus 
and integrate it into the base pay; the incentive formula was adjusted to accomplish 
this. The Company’s production continued to expand, so once again $100 was added 
to the base pay and taken off the production bonus. This brought the formula to its 
present basis, namely -- fifty cents per full $2,500.00 of net sales, computed after 
the first $1,200,000.00 of net sales. 

At the same time it was decided that the assistant foremen, who up to that time 
were punching a clock and working on an hourly basis, would be better off ina 
number of ways if they also should be placed on some sort of an incentive bonus. It 
was then decided that their bonus should be one-half of the full-fledged foremen’s 
bonus. Another reason for making this change was that the assistant foremen were 
too closely tied in with employees within the bargaining unit -- that is, their rate of 
pay was based on the rate of pay received by employees whom they supervised. It 
was felt that they would be more management-minded if they were divorced from 
any connection with the bargaining unit. We have found in the past year that the 
morale and efficiency of our assistant foremen has increased materially, and that 
all the foremen have a genuine and sincere interest in the welfare of the company. 

Although this incentive bonus is based on production, nevertheless any returns 
due to faulty workmanship or any expenses incurred for this reason are deducted 
prior to determining the amount of bonus. This keeps our foremen on their toes, 
not only to see that the production schedule is kept but also that the quality of pro- 
duction is of high standard. Our experience with this type of incentive bonus has 
been good, and under the circumstances we feel that it will continue for many years 
to come. 


In companies which are essentially retailers, supervisory incentive pay plans based on 
sales volume lend themselves readily. The following comment by a Vice President in a 
larger western company briefly describes one such plan: 


A Location Manager in our Company receives a ‘‘weekly advance’’ as established 
by his Distribution Division Manager. This is normally the going salary rate for 
the area. In addition, if the location shows a gain and not a loss, the Location Man- 
ager also receives a ‘‘settlement’’. This is computed by deducting all weekly ad- 
vances and overtime pay for the entire compensation period from a total of: (1) 43 
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percent of total location gain; and (2) a share of average weekly location sales based 
on a sliding scale which increases with increased sales volume. 


Evaluation of Supervisory Incentive Pay Plans 





Some personnel executives are enthusiastic about supervisory incentive plans, others 
are strongly opposed to them, while a number have mixed feelings on the subject. Several 
different viewpoints are advanced in the following comments from Panel members: 


I personally am a strong advocate of incentive pay for supervisors, particularly 
in situations where departmental efficiency and profitable operation can readily be 
demonstrated to have resulted from efficient supervision. It is my opinion that an 
adequate wage plus some sort of an incentive plan really, not just theoretically, 
makes a supervisor an enthusiastic member of management’s team.--Gordon C. 


Avery, Director of Industrial Relations, Morse Twist Drill & Machine Company, 
New Bedford, Mass. 


Incentives and bonuses for supervisors are excellent in theory. In practice it is 
almost impossible to establish accurate systems which really act as an incentive 
because of the many intangibles involved. The year-end bonus is a morale builder, 
but is too long term as an actual incentive. Most supervisory monetary incentive 
systems come to be looked upon as a guaranteed earning and lose value or cause 
dissatisfaction when bonuses are not paid. Incentives against budget operations are 
the most practical when only factors over which supervisors have control are used.-- 


J. A. Gottschalk, Director of Industrial and Public Relations, The Bingham-Herbrand 
Corporation, Fremont, Ohio. 


x * * 

At one time we distributed the average incentive earnings of a group of rank-and- 
file employees to their supervisors. It created some problem among the supervisors 
who raised objections when untrained personnel were assigned to their group as it 
tended to reduce group earnings. As a result the practice was discontinued and 
supervisors are now paid a base rate, their incentive coming from the prospect of 


merit increases through periodic reviews.--C. A. Wollenzin, Jr., Industrial Relations 
Director, R. L. Polk Co., Detroit, Michigan. 


OTHER SUPERVISORY BONUSES 


Special bonuses ~-- other than incentive payments or compensation for overtime periods -- 
are given to first-line supervisors in roughly 20 percent of larger companies and 30 percent 
of smaller ones, Panel members indicate. In most cases these bonuses are distributed at the 
end of the year; hence tney are often called ‘‘Christmas bonuses.’’ 


Inasmuch as these year-end bonuses are paid out of company earnings, the amount varies 
considerably among different firms. Among companies on the Personnel Policies Forum, 
the lowest year-end bonus to first-line supervisors was reported as half of one week’s salary, 


while the highest bonus reported amounted to approximately 20 percent of the supervisor’s 
gross annual earnings. 


Many companies which give year-end bonuses to first-line supervisors also give bonuses 
on the same percentage basis to rank-and-file employees. Bonuses to top executives, how- 
ever, are often on a different basis. 


Here are some comments from Panel members briefly describing their companies’ year- 
end bonuses: 


At Christmas time each employee outside the bargaining unit receives a bonus 


equivalent to one week’s salary.~- Personnel Manager, smaller eastern company. 
* * * 








EARNINGS OF FIRST-LINE SUPERVISORS 








A year-end bonus is usually paid to all employees. It is not contractual. Super- 
vision is paid relatively higher amounts.-- Personnel Director, smaller midwestern 
company. 

x x * 

It has been the Company’s practice to grant 2 percent of annual earnings as a 
Christmas bonus to all employees. This payment is discretionary and subject to 
approval by the Board of Directors each year.--Manager, Personnel and Adminis- 
tration, smaller eastern company. 

* * x 

All exempt personnel receive a year-end bonus based on the profit picture.-- 

J. A. Gottschalk, Director of Industrial and Public Relations, The Bingham-Herbrand 
Corporation, Fremont, Ohio. 
x * * 

All salaried employees receive a year-end bonus of 8 percent of annual salary.-- 

Industrial Relations Director, larger eastern company. 
* * x 

A bonus plan that is discretionary with the Board of Directors as to amount and 
time of payment has been paid to all salaried employees, including foremen levels. 
For the past seven years the bonus has amounted to 10 percent of an individual’s 
gross yearly earnings and has been paid just prior to Christmas.--Wage Adminis- 
trator, larger eastern company. 

* * * 

A Christmas bonus may be granted or omitted at management’s discretion. 

When granted, it is on a corporate-wide basis and eligibility includes all employees 
with the exception of a few exclusions at the officer level. Basis has historically been 
3 percent of earnings including overtime premium pay, incentive earnings, vacation 
pay and so on in the non-exempt areas. For the past several years there has existed 
a limitation of the first $5,000 of salary or wages as the basis for calculation.-- 
Manager, Personnel Services, larger eastern company. 

* * * 

The profit-sharing bonus that is given to all employees who earn less than $5,000 
per year base pay is taken from 10 percent of the Company’s profit for the year 
before taxes and prorated according to the gross earnings and the payroll. This is 
given twice each year -- July lst an estimated profit sharing bonus is paid and at the 
end of the year the actual balance is paid. The bonus for those who earn $5,000 or 
more per year base pay is the executive bonus; it is paid at the end of the year from 
a fund set aside for this purpose and is prorated according to base rate pay.-- 

L. J. Maloney, Personnel Director, National Presto Industries, Inc., Eau Claire, 
Wisconsin. 


Length of Service 





In some companies length of service of employees is taken into consideration as an addi- 
tional factor in determining the amount of year-end bonuses. The comments which follow 
illustrate this procedure in two companies represented on the Panel: 





Dependent upon business conditions, a bonus is paid to all salaried employees 
based on length of service. The bonus when paid is presented to employees at 
Christmas time. The following formula is used: 


Length of Service Amount of Bonus 








Less than 1 year on Oct. 31 1 percent of actual earnings during fiscal 
year (not less than $5.00) 
1 year but less than 5 years 3 percent of basic annual compensation 
5 years but less than 10 years 4 percent of basic annual compensation 
10 years or more 5 percent of basic annual compensation 
--Vice President and Director of Personnel, larger eastern company. 
* * * 


Employees with six months’ service or less receive a year-end bonus of one- 
half week's pay, and employees with more than six months’ service receive one 
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PREVIOUS PERSONNEL POLICIES FORUM SURVEYS 





Manpower Planning for the Emergency, March, 1951 


Status of First-Line Supervisors (Compensation, Authority, and Benefits 
for Foremen), April, 1951 


Is Management Listening? May, 1951 

Plant Labor-Management Committees, June, 1951 

Recruiting College Graduates, July, 1951 

Employees’ Financial Problems, August, 1951 

Christmas and Year-End Personnel Problems, October, 1951 
Foreman Training, January, 1952 


The Personnel Executive (His Title, Functions, Staff, Salary and Status), 
February, 1952 


White-Collar Office Workers (Their Working Conditions, Benefits and 
Status), April, 1952 


Executive Development, May, 1952 

Building Employee Morale, July, 1952 

Choosing Better Foremen, August, 1952 

Supervisory Merit- Rating, September, 1952 
Communications to Employees, November, 1952 

Fringe Benefits for Supervisors, January, 1953 

The Personnel-Industrial Relations Function, March, 1953 
Community Relations, August, 1953 

Personnel Testing, September, 1953 

The Older Worker, October, 1953 


Administration of Pension Plans, November, 1953 
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full week’s pay as a bonus if recommended by Management and approved by the 
Board of Directors.-- Personnel Director, larger midwestern company. 


Merit 


In a number of companies, individual merit is a prime factor in determining the 
size of the supervisory bonus. Here are some examples: 


A bonus is distributed at the end of the year to all supervisory employees. 

The amount varies of course but usually amounts to several hundred dollars, 
though less than $1,000. It is based on the success of the Company and on 
employees’ contributions to that success.--Calvin L. McCoy, Personnel Director, 
The Murray Ohio Manufacturing Company, Cleveland, Ohio. 

* * * 

The basis for computation is on the profit of the Company. All profits over a 
specified amount are set aside for bonuses. The amount of the supervisor’s bonus 
is computed on his present position with the Company, as well as his length of 
service and potential value to the Company. The bonus is distributed at the end 
of the Company’s fiscal year.--Personnel Manager, larger southern company. 

* * * 

The bonus applies to all non-union employees, and is based on 23 percent of 
yearly earnings. Individual review is made of employees deserving larger amounts. 
Payments are distributed as a Christmas bonus in early December.--~-Director of 
Industrial Relations and Personnel, larger midwestern company. 

* * * 

We have a year-end bonus which covers the supervisor level and is paid before 
Christmas. It is based on the earnings of the Company, but each individual case is 
reviewed separately. What each supervisor gets depends upon his individual per- 
formance during the year.--Industrial Relations Manager, smaller southern company. 

* * ES 

There is no bonus plan for supervisors as such. Bonuses are given annually to 
certain employees strictly on the basis of merit. There is no fixed method of com- 
putation. In addition to these bonuses, however, a Christmas bonus is given to all 
employees, not exceeding $30 to any individual.--Administrative Assistant, smaller 
southwestern company. 


Stock Bonus Trust 





All salaried personnel in a larger eastern company participate in a stock bonus trust, 
outlined by the Personnel Manager as follows: 


A percentage of net profits is set aside and deposited with trustees who in turn 
will invest the cash in shares of common stock purchased in the open market. 
Individuals share according to the following formula: 


Individual total salary for 3 yrs. 
Participants’ salaries for 3 yrs. 





‘htion « Amount Allocated 
x Company Contribution to iadivadund 


One Evaluation of Supervisory Bonuses 





A general appraisal of supervisory bonuses is made by the Industrial Relations Manager 
in a larger southern company in these terms: 


If in addition to the basic salary structure we should have a bonus based strictly 
on corporate earnings and perhaps tied in some way to stock ownership, we should 
be able to develop the team spirit that is indispensable to progress. It might be that 
we could thus get over to the supervisory personnel the fact that their own earnings 
might be reduced by either over-staffing or underpaying. In short, I think the matter 
could be developed in such a way as to give each member of the supervisory group a 
definite share of responsibility in both the earning and the dividing up of the bonus. 
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